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Abstract 
One rural financial institution that is currently developing, especially in Bali, is the Village Credit Institution 
(LPD). LPD performance is the achievement of an organization and contains several things such as the existence 
of certain targets achieved. An increase in organizational performance that has an impact on achieving the goals 
of the organization must be supported by the existence of good corporate governance. The application of the 
principles of Good Corporate Governance is very necessary in running a business. To maximize performance in 
an organization, an organization basically must also have the view that its performance is influenced by good 
values derived from the power of Balinese cultural philosophy Tri Hita Karana. The object of this study used 35 
LPD in all Denpasar LPD. The results show that the principles of good corporate governance can improve the 
performance of LPD. Other research results also show that the Tri Hita Karana culture weakens the relationship 
between the principles of good corporate governance on performance.  
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1. Introductions 
The LPD has assumed a function to encourage the economic development of the community through targeted 
savings, as well as effective capital distribution. In addition, the LPD also serves to create equity and provide 
employment opportunities for rural residents, both those who can work directly at the LPD, and those that can be 
accommodated by the productive efforts of the community sourced from LPD funding. 
In general, LPD can be said to be successful in carrying out their functions and objectives, but this success is not 
felt by all existing LPD. In practice, there are still many LPD that experience problems both in technical matters 
such as the problem of bad loans and the inability of LPD to fulfill their obligations to pay debts to existing 
creditors, even some LPD have gone bankrupt. 
Increasement from organisational performance that impact on the achievement of the aims of the organization 
needs to be supported by of a good corporate governance. Principle of good corporate governance needed in 
running a business. Fifth that principle of them are watchdog transparency, accountability, responsibility, 
independency and fairness is the principle which must always be firmly held by any organization who want to 
realize good governance in it. Although LPD be considered as business having range business only in a village 
customary, but had to remember that good governance which would provide an advantage better for a business 
organization. 
The application of the principles in good corporate governance is intended to make the LPD more trustworthy 
and seen as a professional organization based on adat, especially Balinese customs and having the power of an 
internal control system. In other words, if the trust of the customer and the traditional village community is 
already owned by an LPD, then the performance of the LPD can be ascertained to increase. 
To maximize performance in an organization, an organization basically must also have the view that its 
performance is influenced by good values derived from self-strength, work environment, and relationships 
between employees (Adiputra, 2014). Therefore, the influence of local culture is very important, a culture which 
is already known and always carried out by everyone in the area. A Balinese cultural philosophy Tri Hita Karana 
which emphasizes on the theory of balance states that Hindu society tends to understand themselves and their 
environment as a system that is controlled by the value of balance, and manifested in the form of behavior 
(Gunawan, 2009). 
Tri Hita Karana (THK) is a Balinese local wisdom that is used as the foundation of individuals and organizations 
in each of their activities, especially the traditional village communities who are the owners of LPD. The concept 
of life that emphasizes the principles of togetherness, harmony and balance between economic goals, 
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environmental and cultural preservation, aesthetics and spirituality (Tenaya, 2007). Business activities carried 
out by the LPD must be based on a cultural values that make this activity useful not only to the people involved 
in the organization, but also to the surrounding environment and the entire universe. THK provides the view that 
people tend to view themselves and their environment as a system that is controlled by balance. 
THK has the concept that harmonious relationships are important in carrying out an activity or organization. This 
belief in the balance of harmony has become the guidance of the Balinese people to behave which gave birth to a 
variety of concrete actions namely (a) the harmonious relationship between humans and Hyang Widhi (God 
Almighty) known as Parahyangan, (b) the harmony of relations with fellow human beings known as the term 
Pawongan, and (c) alignment of human relations with the universe known as Palemahan. The essence and 
essence of THK teaching is good cooperation and harmony of all components related to an activity or 
organization. 
Several studies suggest that THK culture has an influence on the performance of a company including Riana 
(2010) and Surya et al. (2014) found that THK culture had a positive effect on business performance. Whereas in 
terms of THK culture is used as a moderating variable, there are differences in the results of research between 
Adiputra (2014) which states that THK culture moderates the influence of task complexity on internal auditor 
performance in the Bali Provincial Inspectorate Office while Mustikayani and Dwirandra (2016) get results that 
THK culture does not can moderate the effect of task complexity on auditor performance. 
This is what underlies THK's culture as a moderating variable on the influence of the relationship between GCG 
and LPD performance. In addition, it is also supported by the Bali Provincial Government program that 
organizes the Tri Hita Karana Awards which increasingly foster a sense of being able to implement the teachings 
of THK in everyday life, especially work (Mustikayani and Dwirandra, 2016).  
 
2. Literature Review 
2.1 Agency Theory 
The theory that forms the basis of this writing is the agency theory. Jensen and Meckling (1976) stated that 
agency theory is a situation where one or more people (principals) govern others (agents) to carry out a service 
on behalf of the principal and authorize the agent to make the best decision for the principal. In this study, the 
principal is those who become customers of the LPD and the Pakraman village community who demand 
maximum performance from the agents who are the LPD chairpersons and all staff working in the LPD. 
This study examines how GCG can affect the performance of an LPD with the THK culture as its moderating 
variable. Agency theory assumes that LPD customers and Pakraman villagers are principals who demand the 
chairman and all LPD staff as agents to maximize their performance in order to align the objectives between the 
principal and the agent. GCG in this case acts as a tool used by the principal to minimize the occurrence of 
agency conflicts that can harm the organization later. 
2.2 Good Corporate Governance  
Good Corporate Governance is defined as a set of rules that establish the relationship between shareholders, 
management, creditors, government, employees and other internal and external stakeholders in relation to their 
rights and obligations, or in other words a system that directs and controls the company (FCGI, 2003). 
Good Corporate Governance is defined as the ways in which corporate management is responsible for its 
shareholders. Decision makers in the company must be accountable and the decision is able to provide added 
value to other shareholders. 
2.3 Tri Hita Karana 
In terms of Tri Hita Karana comes from Sanskrit, Tri, which means three, Hita which means happy, and Karana 
which means cause. Then Tri Hita Karana can be interpreted as the three causes of happiness. Therefore, Tri Hita 
Karana can provide guidance on how humans must behave towards three things; human relations with God 
Almighty (parahyangan), human relations with humans (pawongan), and human relations with the environment 
(palemahan) so that humans can achieve sustainable prosperity (Agung, 2004). 
Tri Hita Karana culture is a philosophy or often referred to as the philosophy of Balinese Hindu society 
(Dwirandra, 2011). As a philosophy, it is often said that THK is an abstract philosophy that cannot be measured. 
In reality THK has been applied in all social systems and basically can be measured. Windia and Dewi (2007) 
stated that THK is basically a universal philosophy that essentially exists and is embraced by other communities 
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even though it is not Hindu, but only in Bali is there a social system that is real and conscious of applying that 
philosophy. The philosophy is also very relevant to business or business activities. 
2.4  Village Credit Institution (LPD) 
Village credit institutions are economic institutions that are used for depositing funds and exchanging money in 
the countryside. According to the Bali Provincial Regulation No. 4 of 2012 concerning the Second Amendment 
to the Bali Provincial Regulation No. 8 of 2002 concerning Village Credit Institutions, Village Credit Institutions 
are financial institutions owned by Pakraman village located in the village of Pakraman. Therefore, the handling 
of this institution itself must be supervised, because it is a financial institution at the most basic level of the 
region, namely the village. To achieve the planned goals, the Village Credit Institution carried out a lot of 
innovations from starting to raise funds from village manners, as well as providing capital assistance to village 
dwellers who needed venture capital. 
2.5 Good Corporate Governance on LPD performance 
Good corporate governance is an important factor in determining the value of the company and influencing the 
performance of companies such as LPD. Although LPD can be said to be a business that has reach only in one 
traditional village, it must be remembered that good governance or good corporate governance will provide more 
benefits for a business organization. The application of the principles of good corporate governance is intended 
to make the LPD more trustworthy and seen as a professional organization based on adat, especially Balinese 
customs and having the power of an internal control system. Rahmatika et al. (2015) states that the principles of 
good corporate governance have a positive effect on the financial performance of PT. Angkasa Pura II (Persero). 
Similarly, Pradnyaswari and Putri (2016) stated that the principles of good corporate governance have a positive 
effect on the financial performance of cooperatives in Klungkung Regency. 
H1: Good Corporate Governance has a positive effect on LPD performance 
 
2.6 Tri Hita Karana Culture moderates the influence of the principles of Good Corporate Governance on 
LPD Performance 
Tri Hita Karana stated that people tend to view themselves and their environment as a system that is controlled 
by the value of balance, and manifested in the form of behaviors such as always wanting to adapt themselves and 
their environment, so that the impression that they are strong and can maintain patterns, but also easy to adapt, 
and always want to create inner peace and balance with the environment (Gunawan, 2011). In Mustikayani and 
Dwirandra (2016) THK culture is not able to moderate the influence of task complexity on auditor performance, 
but THK culture is able to moderate the influence of time pressure on auditor performance. 
The results of the study stating that THK culture can moderate is Adiputra (2014) which states that THK culture 
can moderate the influence of task complexity on the performance of internal auditors in the Inspectorate Office 
in Bali Province. When linked to the relationship between GCG and the performance of an LPD, THK culture 
can be said to be a variable that can weaken the relationship between the two variables. This is due to the 
existence of THK's culture that existed long before the GCG principle was implemented. In other words, if the 
application of the THK culture to an LPD is going well, the implementation of the GCG principles will not affect 
the performance of an LPD. Vice versa, if the THK culture is not practiced properly on an LPD, the application 
of the GCG principle can greatly affect the performance of the LPD. 
H2: THK weakens the influence of good corporate governance principles on the performance of LPD in 
Denpasar City 
3. Methodology 
3.1 Population and Sample 
The population used in this study is LPD in Denpasar City. The sampling technique used was purposive 
sampling technique. Data collection method used is a questionnaire survey method. The data analysis technique 
used in this study is multiple linear regression analysis.  
This research was conducted at the Village Credit Institution (LPD) located in Denpasar City. The number of 
LPD in Denpasar City is 35 (thirty-five) in 4 sub-districts, namely Denpasar Selatan, Denpasar Utara, Dempasar 
Timur, Denpasar Barat. Now LPD plays an important role for traditional village communities, especially in 
Denpasar which is the capital city which has very rapid economic growth. 
3.2 Variables and Measurements 
The operational definition of variables in this study is a number of questions in the questionnaire adopted from 
Atmadja's research questionnaire et al. (2014), relates to variables to be measured: 
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Table 3.1 Indicator Variable 
 




Transparency (X1.1) The LPD announces information about 
cooperation with other parties / other banks. 
Accountability (X1.2) Procedures for withdrawing LPD credit 
in accordance with the customer's needs plan. 
Accountability (X1.3) LPD provides a Legal Lending Limit 
Independence (X1.4) The LPD uses expert / competent 
personnel in every part of its performance. 
Fairness (X1.5) LPD customers are treated with respect, 
through quality service. 
2. Tri Hita Karana 
Parahyangan (X2.1) The success of carrying out services in 
LPD to customers is not solely due to our own abilities, but also 
the will of God. 
Pawongan (X2.2) Considering and respecting each other among 
employees in carrying out LPD services is an attitude that needs 
to be maintained. 
Palemahan (X2.3) The LPD avoids any conflict with the 
surrounding community related to environmental problems in 
carrying out the task. 
3. Performance (Y) 
Quality (Y1.1) Skills owned in accordance with the work that 
LPD needs. 
Quantity (Y1.2) The level of achievement of LPD work volume 
results in compliance with the company's expectations. 
Reliability (Y1.3) The LPD is compliant with all work rules and 
procedures established in a job. 
Accuracy (Y1.4) LPD works in accordance with the corridors 
of the company's organizational structure 
 
4. Results and Discussion 
4.1 Research Respondents 
The data obtained in this study is by distributing questionnaires to Village Credit Institutions (LPD) in Denpasar 
City. LPD who are willing to receive and fill out questionnaires as many as 35 respondents from 35 LPD in 
Denpasar City. The distribution of questionnaires and data collection took three weeks. 
 
4.2 Validity Test 
Validity testing uses the Product Moment technique at a significant level of 5 percent. Can be seen in table 4.1 as 
follows: 
Research Journal of Finance and Accounting                                                                                                                                    www.iiste.org 
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online)  









Good Corporate Governance 
1. (X1.1) 0,378 0,25 Valid 
2. (X1.2) 0,656 0,00 Valid 
3. (X1.3) 0,650 0,00 Valid 
4. (X1.4) 0,684 0,00 Valid 
5. (X1.5) 0,335 0,49 Valid 
Tri Hita Karana 
1. (X2.1) 0,518 0,01 Valid 
2. (X2.2) 0,625 0,00 Valid 
3. (X2.3) 0,760 0,00 Valid 
LPD Performance 
1. (Y3.1) 0,739 0,00 Valid 
2. (Y3.2) 0,743 0,00 Valid 
3. (Y3.3) 0,652 0,00 Valid 
4. (Y3.4) 0,713 0,00 Valid 
 
Table 4.1 shows that all correlation coefficients of the indicator variables tested are greater than 0.30 (r> 0.3). 
This shows that all indicators of good corporate governance, Tri Hita Karana culture and LPD performance 
found in this study proved valid. 
 
4.3 Reliability Test of Research Instruments 
Reliability testing is used to measure the consistency of a variable in the study. The instrument is said to be 
reliable for measuring variables when they have values (Cronbach's Alpha> 0.60). Reliability test results can be 




Variabel Cronbach’s Alpha Reliability 
Good Corporate Governance 0,782 Reliable 
Tri Hita Karana 0,810 Reliable 
LPD Performance  0,737 Reliable 
 
Table 4.2 shows that each Cronbach's Alpha value for each instrument is greater than 0.6 (Cronbach's Alpha> 
0.60). This shows that the variables of Good Corporate Governance, Tri Hita Karana Culture and LPD 
Performance are reliable, so they can be used to conduct research. 
4.4 Moderation Regression Analysis 
Moderation regression analysis is used to test whether tri hita karana culture weakens the GCG principle on LPD 
performance. In addition, the moderation regression analysis also proves the hypothesis of a positive relationship 
between the principles of good corporate governance on company performance shown in table 4.3 as follows: 
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Moderation Regression Analysis 
 
Model t Sig. 
Constant 1,451 0,156 
GCG  4,356 0,000 
Constant 1,480 0,149 
GCG 4,327 0,000 
THK -0,576 0,569 
Constant 1,072 0,292 
GCG 4,981 0,000 
THK 0,032 0,975 
GCG*THK -2,086 0,045 
 
The first hypothesis (H1) states that Good Corporate Governance has a positive effect on LPD performance. 
Based on table 5.12 it can be seen that the variable user involvement in the development of SIA has a 
significance value of 0.00. The higher the Good Corporate Governance, the higher the LPD Performance 
implies. Conversely, the lower the Good Corporate Governance causes the lower LPD Performance. 
Good corporate governance is an important factor in determining the value of the company and influencing the 
performance of companies such as LPD. Although LPD can be said to be a business that has reach only in one 
traditional village, it must be remembered that good governance or good corporate governance will provide more 
benefits for a business organization. The application of the principles of good corporate governance is intended 
to make the LPD more trustworthy and is seen as a professional organization based on adat, especially Balinese 
customs and has the power of an internal control system. Rahmatika et al. (2015) states that the principles of 
good corporate governance have a positive effect on the financial performance of PT. Angkasa Pura II (Persero). 
Similarly, Pradnyaswari and Putri (2016) stated that the principles of good corporate governance have a positive 
effect on the financial performance of cooperatives in Klungkung Regency. 
The second hypothesis (H2) states that tri hita karana culture weakens the relationship between Good Corporate 
Governance and LPD Performance. Based on table 5.12 it can be seen that the tri hita karana cultural interaction 
variable with Good Corporate Governance has a significance value of 0.00. The higher the tri hita karana cultural 
interaction with Good Corporate Governance implies the higher the LPD Performance. On the contrary, the 
lower the tri hita karana cultural interaction with Good Corporate Governance causes the lower LPD 
Performance. 
Tri Hita Karana stated that people tend to view themselves and their environment as a system that is controlled 
by the value of balance, and manifested in the form of behaviors such as always wanting to adapt themselves and 
their environment, so that the impression that they are strong and can maintain patterns, but also easy to adapt, 
and always want to create inner peace and balance with the environment (Gunawan, 2011). In Mustikayani and 
Dwirandra (2016) THK culture is not able to moderate the influence of task complexity on auditor performance, 
but THK culture is able to moderate the influence of time pressure on auditor performance. 
The results of the study are consistent with the research conducted by Adiputra (2014) which states that THK 
culture can moderate the influence of task complexity on the performance of internal auditors in the Inspectorate 
Office in Bali Province. When linked to the relationship between GCG and the performance of an LPD, THK 
culture can be said to be a variable that can weaken the relationship between the two variables. This is due to the 
existence of THK's culture that existed long before the GCG principle was implemented. In other words, if the 
application of the THK culture to an LPD is going well, the implementation of the GCG principles will not affect 
the performance of an LPD. Vice versa, if the THK culture is not practiced properly on an LPD, the application 
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5. Conclusion and Suggestion For Research  
5.1 Conclusion 
Based on the results of data analysis and discussion, the conclusion of hypothesis 1 is that there is a positive 
influence between Good Corporate Governance on the Performance of LPD in Denpasar. Hypothesis 2 shows 
that there is a negative influence between the interaction of Tri Hita Karana Culture and Good Corporate 
Governance on the Performance of LPD in Denpasar city. The negative influence can be interpreted that the tri 
hita karana culture weakens the relationship between Good Corporate Governance to the Performance of LPD in 
Denpasar city. 
5.2 Suggestion 
Based on the conclusions above, where Good Corporate Governance has a positive effect on the performance of 
the LPD and tri hita culture, it weakens the relationship between Good Corporate Governance and the 
Performance of LPD in Denpasar, so the following suggestions can be expressed: 
1) The Chair of the LPD should pay more attention to the tri hita karana culture in the LPD work environment. 
Tri hita karana culture which weakens LPD performance is one of the factors that need serious attention so 
that LPD performance can be improved. 
2) Future research is expected to consider the use of other cultural variables. Variables that are considered in the 
form of the culture of Punia funds or the Pusura Artha chess culture. 
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